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Answer any FOUR (4) of the EIGHT (8) questions provided 
All questions are of equal value 


Answer ALL THREE Parts: 
a. Does an increase in age pension payments affect the money supply? Explain. 


b. Do payments received by Australian coal miners for their direct exports of coal 
affect the money supply? Explain. 


c. Atthe end of an international holiday you have $US300 left which you exchange at 
the airport for Australian dollars. What is the effect of this exchange on the money 
supply? Explain. 


Define ‘interest rate risk’. Explain the two types of interest rate risk. Explain duration 
and bond properties and describe how an investor with a given holding period can use 
duration to reduce interest rate risk? 


Using a diagram, describe the effects an RBA intervention in foreign currency markets 
would have on the money supply and interest rates. Using two examples, explain how 


and why the RBA would sterilise these actions. 


To what extent do changes in the stock market reflect broader changes in economic 
activity? 


Explain the difference between systematic and unsystematic risk. Explain how beta 
captures systematic risk. 


How do interest rates serve an allocative function in the economy? 
What are the different types of nonbank financial institutions in Australia? 


Define the concept “marketability”. Why is marketability considered essential in 
determining offering rates? 
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